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more critical today than they were two years
ag, when this document wasfirst adopted as
the Agency’s urban drategy. New stdtistics
show that, by the middle of this century, nearly
two-thirds of the world’ s population will be
living in towns and dties A daunting 90 per-
centofthisincrease is expected to occurin
developing countries.

The “Making CitiesWork” strategy has
positioned USAID better than ever to respond
to the challenges associated with this
unprecedented gobal urban growth. Training
is one of the tenets of Making Cities Work, and
150 USAID staff and counterparts have been
trained in the principles and practices of local
governments and in managing the growthin
cities. Making Cities Work promotes new
relationships between development programs
A seminar serieshasled to new alliancesand
policy direction on the cross-cutting themes of
air qudity, coastal zone management, globa
climate change, and cultural resource
management. Tools have been developed to
advance the Making CitiesWork cross-cutting
theme through open access information
technologies, including an informational video
and aWeb site with searchable databases a
photo library, downloadable issue briefs, and

links to other urban-related Web sites. An
innovative Matching Grants Fund supports
activitiesthat advance urban-oriented, cross-
sectoral work. Together, these gdepshave
helped create not only a body of knowledge
and resources for practitionerswordwide, but
also a momentum for those who seek to
proactively regpond to urban issueswith the
cross-sectoral approach promoted by Making
CitiesWork.

Thisstrategy isonitsway to reshaping the way
that USAID approachesdevelopment in urban
areas; it will also reach out to our donor and
practitioner partners. In the end, it isthe
strength of the conceptsbehind this drategy
that will ensure its success. Urban issues can
only be successfully tackled through a
collaborative, entrepreneurial approach that
engages all sectors of development. This
realization will dlow USAID to succeed in
helping make cities work.

Barbara Tumer

Acting Assistant Administrator
USAID Global Bureau
September 2000



Well-functioning cities support economic and
social growth, while dysfunctiond cities
impede environmentally sound and sustain-
able devel opment. As the world becomes
more than 50 percent urbanized in the 21¢
century, U.S. development assistance pro-
gramswill be more successful and synergistic
if they are conceived with an urban per-
spective. Thispaper presents a “Making Cities
Work” strategy for the U.S. Agency for Inter-
nationa Development (USAID) to (a) internal-
ize an urban perspective within its broader
development activities; (b) increase oppor-
tunities for citiesto enhance development
effortsand mitigate environmental threats
such as climate change; and (c) help enable
citiesto:

m offer safe and healthy placesto live, within
a wstainable environment;

m provide basic infrastructure and housing
that serve all their inhabitants

m featurerobust economies, with ample
opportunities for employment; and

m promote participatory democrecy, with
high levels of citizen satisfaction with local
institutions.

The “Making Cities Work” strategy — prepared
by the Urbanization Task Force at the request
of the Administrator —builds on the lessons
leamed from ongoing urban and urban-rel ated

INTRODUCTION

programs and from considerable Agency suc-
cessesin dealing with urbanization. The -
strategy is based on existing Agency and
country-level Misson objectives and neither
changesthem nor adds to them. It relies
primarily on strategi c and analytical emphases
and a retuning of Agency resources to lend an
urban perspective.

The thrugt of the effort is to work with recep-
tive USAID Missions fo critically evauate the
role of urban areasin a country’s development
process and, where appropriate, jointly target
specific dtiesand/or urbanizingregions. While
additiond dollar and human resources will
probably be needed at some point to
accomplish all the recommendations, much
can be done by refocusing current resources
through an “urban lens”

To implement the strategy, four core setsof
recommenddions have been adopted:

m build allianceswith outside organizations;
m increase USAID’s awareness of urbaniza-
tion straegies and programs

m develop USAID’sinternal capacity to
address the urban agendain the next
century; and

m devise theright baance of credit and grant
financing mechanisms to address the urban
development needs of client countries.

“Urban” Defined

Defining “urban” is difficult but vital. The Agency’s 1984 Urban Policy Paper called “urban” any separately administered
population agglomeration in which at least two-thirds of the households derive their main income from economic activities other
than farming. Some types of urban places are easily recognized: mega-cities with their populations in the multi-millions;
medium-sized regional cities that serve the rural hinterland; or single-function cities that serve as centers of transportation,

finance, industry, or technology.



Citiesand their rurd hinterlands have long
been partners because citiesadd vdue to
natural resources and rural production. Cities
function asmarketing and digtribution points,
centersof service and industry, and gateways
for trade. Ascities become more robug eco-
nomically, they help extend roads power,
telecommunications, and other srvicesinto
rural places. As shown below, worldwide,
growth in gross domestic product (GDP)is
strongly correlated with urbanization. Today’s
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global network of cities represents a huge
market for rural outputs, and cities srve as
engines for nationd economic and social
growth. In Thailand, for example, Bangkok
accounts for about one-sxth of the Thai
population, but it generates more than one-haf
of the country’s GDP. Urbanization dso
generdly reaults in more educational oppor-
tunities, increased life expectancy, lower infant
mortality, improvementsin the satus of
women, an increase in family planning, and a
decline in birth rates.

1 CITIESIN DEVELOPING AND
TRANSITIONAL COUNTRIES NEED
USAID ASSISTANCE

Well-functioning cities support economic and
social growth; dysfunctional citiesimpede
development and suffer from unnecessarily
rampant environmentd mismanagement,
disease, inequities, and crime. They may dso
disproportionately contribute to environmental
hazards and climate change. In the developing
world, vast numbersof urban dwellersin
poorly functioning citieslive in squdor and
absolute poverty. The United Nations Centre
for Human Sttlements (UNCHS) has
concluded that, in 1990, “. . . at least 600
million people in urban areas of Latin America,
Asia and Africa were living in housing of such

_b.-{
Substandard housing poses health risks in Bangkok.

poor quality and with such inadequate provi-
sion for water, sanitation and drainage, tha
their lives and hedth were under continuous
threat.” In 1996, according to other UNCHS
estimates, 280 million people lacked potable
water worldwide and 588 million people
lacked basic sanitation. In addition, globally,
less than 70 percent of solid wade was being



collected and only 50 percent of households
were being served. On aregional basis:

m two-thirds of the urban population in Africa
lack access to potable water and
40 percent | ack access to sanitary facilities;

m one-third of Asian city dwellers lack access
to a piped water supply and two-thirds lack
access to sewer systems and

m inLatin America and the Caribbean, one-
fifth of urban houssholds lack access to
clean water and 40 percent lack access to
sewer gystems.

Pollution is codlly, too. Ten percent of the
annud income of the cities of Bkarta, Manila,
and Bangkok are logt to pollution.

In the new millennium, as shown below, the
challenge of providing urban infrastructure will
heighten asthe world becomes more
decidedly urban.

Population Growth in Developing
Countries, 1960-2020
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Between 1990 and 2015, the population of the
ciieswith more than amillion residentsis
expected to increase dramatically.

m In Lain America, it will double —from
118 to 225 million.

m In Asia, it will nearly triple —from 359 to
903 million.

m In Africa, it will quadruple —from 59 to
225 million.

At the end of this decade, 17 of the world’ s 21
mega-cities with more than 10 million people
will be found in developing countries.

Growth in Megacities
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Between 1995 and 2025, an additional

2.5 hillion people will be accommodated in
the world’s cities. Thiswill be equivalent to
creating 40 cities of 2.1 million every yea for
the next 30 years. By thattime, 5 billion out of
atota word population of 8 billion people
will livein urban places, mainly in the devel-
oping countries. Even a the very moded cost
of $10,000 per dwelling unit (for land, hous-
ing, and infragructure) and a family unit of five
persons, $5 trillion would be required to house
this new population.

Concerned about rapid urbanization, some
governments have adopted policiesto restrict
the flow of migrantsinto their cities However,
policiesto reverse or dow urbanization, such
as China'sdecison to relocate 20 million
urban resdentsto the country between 1961
and 1978, have not met with success. Chinese
cities have continued to grow. In countries
where the Green Revolution hasbeen most
successful, the flood of urbanization has
actually accelerated. When rural areas reach
their carrying capacities, out migration is
dedrable, and cities are logica degtinations.
The forceful tide of urbanization is, in fact,
inevitable.

Not only can governmentsin developing
countries do littl e to reverse urbanization, they



usually can do little to fund the urban infra-
structure required to house this new
population. Only the private sctor can
mobilize resources on the scale required. The
Word Bank, for example, has committed only
$15 billion to urban programs over a five-year
period. It is, thus, critical that all donor
resources be used strategically to help leverage
private investment. To mitigate investment risk,
an enabling framework of policies, regulations,
incentives and safeguards, institutions, finance,
insurance, and transparency is needed.

While donor funding for development has
decreased over the pad several years, external
private sector flows to developing countries
have increased dramati cally. How ever, they
have gravitated principally to only 12 countries
in Asia and Latin America (e.g., China,
Malaysa, Indonesia, Mexico, Thailand,
Hungary, Brazil, Argentina, Chile, and India
recei ved US$17 billion in investmentin 1995).
Much development work mud be doneif
external and domedic private invegment isto
be mobilized on a scale grand enough to meet
the emerging requirements of citiesin the
developing world.

USAID haslong assumed aprominent and
proactive role in helping developing and
transitional countries make their cities work.
The United Sates after dl, cannot distance
itself from world urbanization asifitwere a
problem of these countriesalone. The
repercussions of dysfunctional citiesin the
developing world affect Americans too.
Clealy, if key U.S. interestsinclude the
protection and promotion of the health,
environment, prosperity, security, and freedom
of its citizens, thenit is in the interest of the
United Sates to help other countries more
effectively, and more productively, manage
this unprecedented gowth.

m  Many new U.S. jobs are export driven.
America’s future business success is closely
linked to economic growth and increased
purchasing power in the cities of trans-
tiona and developing countries. USAID-
sponsored programsto introduce market-
based reforms, clean technology, and
infragructure help make this happen.

m Disease overseas can threaten Americans
both at home and abroad. USAID haslong
been an advocate of preventi ve measures
to maintain public health, measuresthat
can be very efficiently and cost-effectively
executed in cities.

m The United States is not immune from
hazardous and unhealthy environmental
conditions beyond its borders USAID
interventions in the cities of the developing
world help mitigate negative impacts
within the United States itself.

m Unbearable conditions in the cities of the
developing world can result in social drife
and unrest. If this occurs, the U nited States
may necessarily become involved. USAID
urban programshelp deter such develop-
ments or provide relief when appropriate.

In tedimony before Congress, the USAID
Administrator has said that sugainable
development is not possible without cities that
work. There are few programmatic areas
considered central to USAID’s Mission that are
not affected by urbanization. At the executive
level, Vice Presdent Gore co-chairs four
Binational Commissions with South Africa,
Egypt, Russia, and Ukraine, with considerable
USAID participation. Each Commission
program hasa substantial urban component —
tesament to the importance of urbanization to
these countries and the U nited States.



Over the pad 30 years, USAID hasbeen the
United Sates's primary agent in deding with
urbanization in developing and transtional
countries. ltseffortshave been very influential
and successful. The value of USAID’s urban
programs was confirmed by the ddiberation of
the Habitat [l Conference in Istanbul in 1996,
the last of thiscentury’sgreat world
conferences on important development issues.
Several USAID programs were cited as best
practices Following are ssveral of the mosgt
important lessons USAID haslearned aout
making cities work.

m Get the policiesright. Having theright
urban policies as well as their supporting
legal and enabling frameworks, isessential
to making cities work. Good policies
define the respective roles of government
and the private sector in shelter and urban
development. They promote private enter-
prise, private property rights, and well-
functioning markets including sugtainable
financing systems. They suggest flexible,
affordable, yet environmentally sound
building, infrastructure, and development
standards.

m  Get the rolesright. National government's
principal job is to promote general welfare,
set forth policy, and be an enabler and
regulator rather than provider. Local
government shoul d serve its constituencies
by promoting economic development,
sound urban/environmental management,
and the provision of reliable urban
services Communities know their own
needsbest; they should participate in
planning and decisions that affect them
and their ability to pay. The private sector
is best suited for such roles asemployer,

2 USAID’sKNow-How FOR
MAKING CITIESWORK

USAID Spearheads Effort to
Access Private Infrastructure Finance

In Indonesia, India, and South Africa, USAID has helped
local governments gain access to private financing for urban
infrastructure. At the local level, step-by-step models for
entering into public-private partnerships in urban projects
are being developed. Training modules have also been
developed to help local leaders assess the financial viability
of projects and manage project risk. In Pontianak, Indonesia,
for example, USAID has supported the privatization of a
bulk water supply system, a ground-breaking initiative that
is expected to mobilize $60 million in private investment.

USAID Helps Indian City Galvanize the
Community to Improve Solid Waste Collection

In Madras, India, the population exploded from 4. 3 million
persons in 1981 to over 6.5 million today. Garbage piled up
as municipal solid waste collection could not keep pace with
the demand. USAID helped Madras galvanize the
community to improve garbage collection.

An NGO helped citizens organize themselves street by
street. Residents now hand garbage over to workers
employed by Civic Exnora. These “street beautifiers” sort
the waste and transport it to municipal transfer containers.
From there, the trash proceeds to collection areas and
ultimately to landfills or recycling plants. Civic Exnora has
raised public awareness and hygiene and is now responsible
for 20 percent of the primary collection of garbage in
Madras.

developer, builder, investor, and, attimes,
operator. In some cases, a hybrid or public-
private partnership isthe most auitable
path to follow.

m Financing is key. Asthe developingworld
urbanizes, more capital is required for
economic development, shelter, and infra-
structure. Improving the access of muni-
cipalities, urban enterprises and house-
holds to capital markets including
domedic capital, is essential. For this to
occur, an enabling policy, fiscal, and
regulatory framework for credit and private
investment should be fostered along with
improved creditworthiness.



Promote environmental ly sustainable eco-
nomic growth. While promoting economic
development, citiesmust play an active
role in managing growth, promoting clean
technology, preventing pollution, reducing
greenhouse gasemissions, and protecting
public health. In doing so, cities must seek
an gppropriate balance between market-
based incentives and regulations.

Enhance rural-urban linkages Urban and
rural areasare co-dependent. Citiesand
small towns function as centersfor
industrial production, service centers
marketing and distribution points, and
gateways for trade. Ascities create jobs
and produce an increasing share of GDP,
they help extend economic networksand
infradructure into rural places Urban and
rurd environmental management are also
inextricably linked. One cannot be
improved without the other.

Create incentives for clean industry.
Urbanization, industrialization, and eco-
nomic growth are dosely correlated.
Unfortunately, without clean technology,
rapid industrial growth often leads to more
pollution and related environmental
problems End-ofpipe pollution controls
have proven to be less than satisfactory, as
have effortsto legidate and regulate
pollution prevention —unless appropriate
incentives exist for industry to adopt clean
production and energy-fficient technolo-
gies In Latin America and the Caribbean,
for example, USAID is successfully intro-
ducing industrial ecology with market-
based incentives and clean technology for
pollution control, prevention, recycling,
and energy efficiency.

Build development partnerships. Because
the needs are great, partnerships betw een
donorsand public and private organiza-
tions are essential to yield maximum
reaults. USAID has partnered with a broad

range of types of organizations to effect
change.

Ecuador: USAID loans and technical assistance in legisla-
tive and procedural reform enabled the Quito Water
Authority to get on a sound financial footing. Operating
costs were reduced by 25 percent, 35,000 new water
connections were provided, and the level of service was
improved by 60 percent in low-income communities.
Altogether, 180,000 people benefited from these
improvements. Prior to USAID assistance, the City of
Machala had 40-50 tons of uncollected garbage per day and
serious choleraepidemic. An Urban Environmental Quality
Management Strategy and action plan were developed that
are leading to significant improvements in solid waste
collection and disposal.

Show real improvement in people’s lives
The ultimate beneficiaries of USAID’s
urban programsare the urban poor. The
development of sound national and local
policies and systemsthat benefit the
general welfare, should be accompanied
by tangible improvementsin the lives of
the poor. Better access to water, sanitation,
electricity, health care, and education is
important if people are to bear the cost of
these improvements.

Participation underpins progress Urban
programs are more likely to succeed if the
intended beneficiaries participate as stake-
holders in the program’s design and imple-
mentdion. Communities must be
consulted regarding their needs, priorities,
and willingness to pay for necessary
improvementsin urban services. Experi-
ence suggeds that participation and pay-
ment for serviceswill increase dong with
demondrated improvementsin urban ser-
vices. Furthermore, ascommunities are
congituents of local government, their
participation in planning and implementa-
tion processesis anecessary part of good
governance.



The lesons leamed and success stories
presnted above reflect arelatively small, but
constant, commitment by the Agency over
three decadesto helping the urban poor.
USAID’s historically limited level of attention
to the urban challenge may reflect in part the
legacy of an organization that was launched
when the world wasmuch morerural than
urban.

Today, the Agency’surban work isvery highly
respected by donor and beneficiary countries
alike. USAID possesses consderable
experience and knowledge in urban finance,
management, housing and infrastructure,
community participation, sanitation, indudrial
and municipal pollution prevention, and
energy, dong with best practice examples of
environmentally sustainable urbanization. But
itscontinued ability to provide leadership in
the urban sector and replicate the typesof
success stories presented above standsin
serious jeopardy.

In the first place, consderably less than

10 percent of Agency assistance —roughly
some $450 million per year —is currently
devoted to programs that can be considered
urban. Moreover, thisbudget isunevenly
distributed. More than 70 percent of urban
assistance isconcentrated in three countries
(Egypt, W est Bank/Gaza, and Bosnia) in large
infragructure development programs. Of the
remaining 30 percent of resources, countriesin
BEurope, the Newly Independent States (NIS),
and Asia recei ve most of the urban assstance.
Countriesin southern Africa, Latin America,
and the Caribbean account for the rest. The
distribution of an already limited urban budget
obviously | eaves many U SAID-assisted
countries faced with rapid urbanization with
very limited USAID support.

3 USAID’s ABILITY TO REPLICATE
ITSURBAN SuccCEsses MusT BE
RBNFORCED

A related threat to USAID’s ability to continue
tolead inthe urban sectorliesin thedecline in
itscore ability to provide and enhance credit
for urban environmental projects. The urban
sector is currently experiencing a20-year low
in itslevel of urban funding, particularly in its
Urban and Environmental (UE) Credit
program.’

A find related threat to USAID’s leadership in
the urban sector liesin the eroson of its cadre
of highly skilled urban specidists. In the urban
sector, USAID hashistorically relied on the
support of its Regional Urban Development
Offices (RUD Os). RUD O specialists have
provided technical expertiserelated to the
urban environment, urban development, and
shelter, and have helped Missons manage
USAID’s portfolio of urban programs. These
Offices traditionally provided a field presence
in all of the developing regions of the world:
Latin America and the Caribbean, Asa, Africa,
the Near Ead, and, most recently, Eagern
Europe and the NIS Now the number of

RUD Os has shrunk from 13 officesin 1995 to
only 8 jud three yearslater. Thisreduction is
closely tied to lower levels of UE Credit
funding, as the UE Credit administrative
expense account currently fundsthe RUDO
network and the centrd Environment and
Urban Programs Office.

While disturbing, there s dill time to reverse
thisthreat to USAID’s continuing leadership in
helping developing countries combat the
problems of rapid urbanization. The remainder
of this paper show s how USAID can strengthen
its urban leadership in developing countries
through the “Making Cities Work” strategy.

! Formerly kn ow n as the Housing G uaran ty p rogram.



A comergone of the Urbanization Task Force's
“Making Cities Work” strategy involves
building urban approachesinto dl of USAID’s
programs. Thisinvolves a paradigm shift from
an overly narrow definition of what “urban”
means to grasping the truly cross-cutting nature
of urban issues Making citieswork is not an
end in itself; it is rather ameans for improving
the lives of poor personsin developing
countriesin many ways.

The goal of the “Making Cities Work” strategy
is for USAID and its partners to help create
cities that:

m offer safeand healthy placesto live, within
a wstainable environment;

m provide basic infragructure and housing
that srve all their inhabitants

m featurerobust economies, with ample
opportunities for employment; and

m promote participatory democracy,
producing high levels of citizen satisfaction
with their local institutions.

In the same way that cities touch people’s day-
to-day livesin various ways, so too the
“Making Cities Work” srategy directly
supportsall of USAID’s goals Below, all six of
USAID’s fundamental goals are exami ned
through an “urban lens”

Goal #1: Ehcouraging Broad-Based Economic
Growth and Agricultural D evelopment

As suggested above, well-functioning cities
further economic development, w hile dysfunc-
tional urban areas deter economic growth.
USAID can encourage broad-based economic
growth through several complementary urban

4 USAID CAN BETTER REACH ITS
GOALSWITH AN URBAN
PERSPECTIVE

approaches Citiesin many developing
countriesdo not provide sufficient levels of
urban services, forcing businessestoinvest in
codly alterndives. In Nigeria, 92 percent of
manufacturerssurveyed ran their own
electrical generators. In Indonesia, 59 percent
of manufacturers had dug their own boreholes
for water. These piecemeal initiatives, often
cosgly and environmentdly unsound, drive up
the costsof doing business and stunt economic

Improved urban services have paved the way for
economic grow th in India.

growth. USAID can help cities provide basic
infragructure that supports economic develop-
ment. Often working in partnership with the
private sector, cities can achieve economies of
scale in providing the water, energy, and other
services essential to economic growth.

USAID-supported urban activities can help
small-scale farmers many of whom are poor
women. Famsrely on effective marketing and
distribution systems and services that are often
urban-based. In addition to helping smdl
farmersimprove their yields USAID should
devote more effort to help create necessary



reformsand incentives that lead to
improvement i n these systems and services.

USAID can hdp small business owners, who
tend to cluster in cities. The major complaint
of smdl-scde entrepreneurs around the world
is lack of access to credit. U SAID has opened
the doorsfor countless small business owners,
many of whom are women, to obtain their first
businessloans. USAID has also assisted smadl
and medium-sized companiesin accessing
clean technologies to improve their
productivity and competitiveness

USAID can dso nurture housing markets.
Whil e shelter haslong been recognized as a
basc human need, recent dudies have demon-
strated the importance of housngas an
economic sector and source of jobs. Housing
investment and related services usudly
account for between 7 and 18 percent of a
country’s gross national product (GNP).
Pardleling thisrisng awareness of housng's
economic clout, recent approaches to shelter
have de-emphasized the direct provision of
housing by government and focused on
creating an environment that enables shelter
delivery, including delivery to poorer families,
by the private sector.

By drengthening the urban approaches dis
cussed above, USAID will enhance progress
toward its goal of fostering broad-based
economic growth and agricultural develop-
ment.

Goal #2: Strengthening Democracy and Good
Govemance

Cities serve as incubators for political
leadership, representaive government, and
good governance. In most cities of the
developingwonrd, mayors city council
members, and ward leadersare elected and
held accountabl e by local constituencies. They
areregponsible for supporting the general
welfare of these communities and for engaging
stakeholdersin public deciSon making. Once
leadership and govermance skills have been

developed at the local level, they can be put to
enlightened use at the nationa or state level.

Good governance playsa aucial part in the
challenge of urban service provision. In
Guatemda, for example, some mayors have
found that attempts to raise tariffs can lead to
protedsif they neglect to conault with citizens.
Mayorshave, however, achieved substantial
rate increaseswhen they have sat down with
citizens, listened to their concerns, and
explained how paying higher tariffs will lead to
improved urban services. Low-income families
care deeply about extending new potable
water srvice to an informal settlement.
Families cen easily grasp how their
involvement (e.g., ranking invesment
priorities, providing self-help) will make a dif-
ference. Gtizenswill therefore be likely to
invest the time to attend public meetings and
otherwise engage in democracy and
governance activitiesthat are centered around
vital urban concerns.

Stakeholder partici pation in urban programs: a
cornerstone of good govern ance.

USAID can continue to meet its democracy
and good governance god through an urban
approach in several ways.

m Encourage countriesto decentrdize
responsibilities and resources to the local
level. A policy framework that empowers
local governments to guide growth and
provide urban services provides part of the
base for austainable development.



m  Srengthen locd govemment capacity.
Local leaders will be more likely to engage
their condituentsin meaningful dialogue
when they can, for example, gand upin
front of their constituents and confidently
explain the financial health of their
municipality, without fearing to appear
ignorant due to lack of knowledge.

m Build the ills and mechanisms of
democracy and good governance in
municipal and urban settings.

The Link between Urban Issues and the
Democracy and Government Goal

William Reese, Chair of Inter Action, recently asked: “What
is more basic than being involved in the political system,
selecting our leaders and telling them what we, as citizens,
expect our governmentto do for housing, water, education,
and health? Like a garden, democracy will suffer if left
untilled, unwatered, and unfertilized. ”

Goal #3: Building Human Capacity through
Education and Training

Well-trained human resources are fundamental
to sustainable development. Building human
capacity makes citizens employable. When
employment increases, personal income rises
poverty drops, familiesenjoy better hedth,
birth rates dedine, the gatus of women and
minoritiesimproves, and national production
surges.

One of the major challengesin building
human resource capadity is to prepare citizens
to join the urban workforce. The very success
of the Green Revolution meansthat more
agricultural output can be produced with fewer
workers producing an “excess’ rural popula-
tion that hasto be absorbed esewhere in the
economy. Urban centersare uniquely capable
of producing jobs. In India, one gudy of
Punjabi migrants to Delhi found that 94
percent of them had found work after two
months.

Education and training help such urban

workersfind better jobs and lift themselvesout
of grinding poverty. Yet public and nonprofit

organizations that provide basic and vocationa
education are often overwhelmed by the
deluge of urbanization. The poor are often the
first to suffer from alack of atention.

USAID can take an urban approach to building
human capadity in severd ways. Programs that
develop human capacity need to strengthen
the urban institutions (often including muni-
cipalities) tha provide needed education and
training. Training should focus on helping poor
persons become employable, leam about job
opportunities, and gain gpecific marketable
skills

Goal #4: Stabilizing World Population and
Protecting Human Health

Typicdly, there are both positive and negative
impactsof urbanization and industrialization
on population and hedth. The densty of
population usually allows more efficient
delivery of higher-quality services, such as
family planning services, which have resulted
in low er fertility ratesin urban areas. On the
other hand, these srvicesare also required to
respond to new disease patterns uniquely
associated with urban living conditionsor
exacerbaed by them. Examplesinclude HIV
infection, tuberculosis, and water-bome and
respiratory illnesses.

Urbanization has impacts on population issues
and health that are clearly linked to other
USAID priorities Poverty is an important
predictor of urban morbidity and mortality, as
are environmental conditions Thisis
particularly true for the urban poor, who not
only are disproportionately exposed to water-
borne, sanitation-related, and other infectious
diseases but adso must cope with the most
egregious insults of industrial pollution of air,
water, and soil.

USAID can support clean industrial production
to redress some of these abuses However,
complex intemrelationships make improvement
of living conditions in the urban environment
egeciadly chalenging. Yet, when the admin-



istrative and policy focus tendsto be at the
municipal rather than the national level, there
is greater opportunity of collaboration across
sectors (e.g., hedth, water supply, and
housing) to dlow problemsto be more
effectively and comprehensvely addressed.

Goal #5: Protecting the World’ s Environment
for Long-Term Sustainability

Urban areas affect the environment in a
number of ways involving industrial, commer-
cid, and residential practices—primarily
through their use of land; their need for natural
resources, such aswater; and their production
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Urban infrastructure is central to sustainable
development.

of waglesand pollution. The interaction
between urbanization and the local, regional,
and word environmentsin which this
urbanization takes placeis direct, substantial,
and complex. For many years a major priority
of USAID’s urban programs has been
improving water supply, wastewater disposal,
and solid waste callection in the cities.
Relatively little attention hasbeen paid to
urban energy and transportation — major con-
tributors to urban pollution and production of
greenhouse gases to other energy issues to
industrial operdtions, and to the linkages of
urban areas with their surrounding natural
resource bases. As urbanization increases,
USAID can expect to receive more requests for
assistance based on these issues.

Adding the equivalent of 40 cities of

2.1 million every year for the next 30 years
will result in very negative environmentd
impactson air, water, land, and other natural
resources unlessurban growth is better
managed. Furthemmore, undesrable paterns of
growth will lock in unsustainable levels of
greenhouse gasemissions for decadesto
come, which will contribute to global climate
change. It is thus critical that urban growth
management teke on increasing priority within
USAID environmental programs

Goal #6: Saving Lives Reducing Quffering
Associated with Natural or Man-Made
Disaders, and Reedablishing Conditions
Necessary for Political and/or Economic
Development

Beside meeting urgent needs in times of crises
USAID’s humanitarian and transitional
assistance efforts are amed at reducing the
potential impact of crisesand, following
disasters reestablishing personal security and
badc institutions to meet critical intermediate
needs and protect human rights. D isaster
prevention and mitigation effortscan be
greatly enhanced if examined through an
“urban lens thatintegratesthese effortsinto
the urban management process This lens can
help prevent trangent difficulties in urban
areas from becoming complex criseswith lives
of their ow n; can reduce disaster-rel ated | osses
and can also enhance the resiliency, recovery,
and self-reliance of cities.

USAID hasalready initiated regional urban
disaster mitigation effortsin Bangkok,
Kinggon, and Quito. It hasprogramsand
strategies for natura and man-made disaster
management, from pre-disader planning and
mitigation to post-disaster recovery to incor-
porating hazard managementinto the overdl
urban development process.

To further integrate an “urban lens’ into
disaster prevention and mitigation efforts,
however, an important future activity will be to
support change in the project and environ-



mental review processes of USAID and other
development entities to identify and manage
the risks and vulnerabilitiesinherent in natural
and man-made disagders To be sustainable
over time, urban and urban-related develop-

ment activities must be made disager resistant.

Thisincludes community-level training and
capacity building activities to raise awareness
and underganding of hazards and how those
hazards can be managed as part of the urban
development process.

Likewise, USAID recognizesthe need to take
urbanization into account and to strengthen
local community effortsand loca authorities to
make successful transtions from relief to
development assistance. Citiesin crisishave
specia needsnot alwaysrecognized — for
sanitation, clean water, and other infragruc-
ture, as well as for the education of their
children. Giving greater focusto the urban
aspect of disaster mitigation effortswill help
cities move from crisis management toward
urban management and risk mitigation.



Precepts and Premises

The Urbanization Task Force’'s “M aking Cities
Work” strategy builds on the lessons learned
from ongoing urban and urban-related pro-
gramsand from considerable Agency suc-
cessesin dealing with urbanization. The
strategy isbased on existing Agency and field
Mission objectives and neither changes them
nor adds to them. It relies primarily on
strategic and analytical emphasesand a
retuning of Agency resources. The thrug of the
effort will be to work with receptive USAID
Missions to critically evaluate the role of urban
areasin a country’s development process and,
where appropriate, jointly target specific cities
and/or urbanizingregions. While additiona
dollar and human resources will probably be
needed a some point to accomplish all the
recommenddions, much can be done by
refocusing current resources through an “urban
lens.”

The precepts of this strategy are that USAID:

m with full recognition of its ongoing urban-
related programsand itscondderable
successes in coping with urbanization in
developing countries will continue to
adeptitsbehavior, attitudes, and practices
to the urban redity of the 21t century;

m can fadlitate and enhance the purauit of its
six major goads by making citieswork
better;

m will andyze current Agency utilization of
itsentirerange of credit and granttools
and gecialized daff avalable to address
urbanization concerns;

m acknowledges that Bureausand Missions
are at different places in their approaches
to urban issues(i.e., one template does not
fitall);

5 SIRATEGY AND
IMPLEMENTATION

m can achieve USAID’s multisectord
objectivesmost effectively by targeting
cities in USAID-assisted countriesover a
5-10 yea period; and

m  will form partnerships and work with a
broad array of outside organizationsin
order to achieve mutually agreed upon
gods—such partnerships are essential
because developmentdly sound private
investment in urban areas will be increas-
ingly critical to making cities work.

Five basic premisesunderlie the “M aking
CitiesWork” strategy.

m Partnership with an array of institutionsis
essential to the success of this effort.

m The Agency needs to take better advantage
of its intemal urban expertise that is gread
throughout the Agency, as part of
enhanced multisectora collaboration
efforts

m To succeed, the Agency must embrace an
urban view at each of its threelevels (i.e.,
USAID asa whole, the Regional and
Global Bureaus, and the field Missons).

m Thisembrace must be flexible and
cognizant of the many demands that are
placed on staff and resources. Ultimately,
progress in particular places will be made
asurbanization comes to be viewed as an
important factor in the development
culture of the Agency.

m A different mix of financial and human
resourcesis needed to lend credence to
the Agency’s commitment to the “Making
CitiesWork” strategy.

Implementation

To implement the strategy, four core setsof
recommendations have been adopted: build-



ing alliances with outside organizations,
increasing USAID’s awareness of urbanization
strategies and programs, developing USAID’s
internal capacity to address the urban agenda
in the next century, and devising the right
balance of credit and grant financing mech-
anismsto address the urban development
needs of client countries.

1. Buildingalliances

The Agency will build or expand links with
organizations that share an interest in the goal
of making dtieswork by involving them more
closely in the work of the Agency through
conaultation and incorporation of their
expertise in specific programs. Such
organizations will include other U.S.
government agencies, private sector groups,
and donors The three specific componentsare
asfollows

1.a. Busness and private financial com-
munity

The Agency will establish a program, designed
in full consultation with the American and
word busness community, that will help
create the policy and market conditions
needed to facilitate the participation of these
businessesin broad-based urban activities.
Consdderation will be gven to:

m inditutional collaboration among USAID,
private industry, and professional
associationsengaged in urban develop-
ment, including pro bono work by expert
figuresin such groups;

m information exchange and training for local
businessesto build their capacity and
ability to joint venture with American bus-
nessesin broad-based urban activitiesin
countries and sectors of particul ar interest
to USAID;

m promotion of the patrticipation of U.S. and
foreign equity partners in water and other
urban invegment projects,

m promotion of clean technology centers in
collaboration with the private sector, that
will disseminate information on pollution

prevention and sustainable production
methods and

m organization of a conaultative process with
the U.S and world finandal sector and
capital marketsinstitutions, including those
involved in municipd finance; USAID will
continue to help create the policy and
market conditions that will fadlitate private
sector engagement in environmental and
shelter improvement programs overseas,
particularly for water, wastewater, solid
wade, transportation, and shelter
programs.

1.b. Nonprofit community

The Agency will establish a program, designed
in full consultation with the worldwide
nonprofit community, to tgp the expertise of
organizationsthat promote suganable
urbanization, local govemance, and provision
of services to the urban poor. This will include
a bed practices outreach component, w hich
will build on the Agency’s Lessons without
Borders program, aswell asworking with
international PVOs to build a culture that
nurtures sustainable community sysgems, such
as those undertaken with PLAN Internationa.
The Agency could dso request PYOsto submit
proposals in support of MCW for funding as
the way to initiate this component.

Current partnerships will be expanded to
include such organizations asMeeting
Americas Housng Needs, the National
Alliance to tnd Homelessness, the National
Congress of Neighborhood Women, Banana
Kelly, and a variety of university and other
academic centers.

USAID is also to consider additional local
government partnerships in the U.S,, e g., the
National Association of Sate Development
Agencies, the National League of Cities and
the Nationa Association of Black Public
Managers.

It also makes good s=nse to continue use of the
combined expertise and experience of federal



agencies such asthe U.S. Environmental
Protection Agency, the U.S. Department of
Energy, and the U.S Department of Housing
and Urban Development, in the formulation
and execution of joint programsand in
building expanded alliances.

1.c. The international community

USAID will establish urban technical assis-
tance funds for use with multilaterd devel-
opmentingitutions and other donors, in
collaboration and coordination with selected
USAID Missons. The World Bank is com-
mitting $15 billion over five years for urban
environmental infrastructure programsthat
emphasize urban servicesfor the poor, a
cleaner environment, and finance for infra-
structure and shelter, provided that good
programs can be prepared.

Discussions have already been held with the
World Bank concerning the possibility of
collaboration with U SAID in the southern
Africa region. Similar discussions ae to be
initiated in other parts of the world. The Inter-
American Development Bank, the Asan
Development Bank, and the African Devel-
opment Bank are dso logical partners for
expanded efforts—asare the United Nations
organizations involved in technical assistance
on urban development issues.

A growing number of Organisation for Eco-
nomic Co-operation and Development (OECD)
countries which have not in the past
consdered urban issuespart of their develop-
ment agendas are now in the process of
developing urban strategies. Coordinating
approachesand designing complementary
technical assistance programsin countries of
high priority to USAID would be welcomed by
those ingtitutions.

2. Increasing USAID’s awareness

USAID is to further develop its intemal
strateges at all three levels Agency, Bureau,
and Mission.

2.a. Agency

The Bureau of Program and Policy Coordina-
tion (PPC) will ensure that the Strategic Han
Team (SPT) reviews and revises the overdl
Agency drategy to include a greater focuson
urbanization and “making cities work” to
enhance achievement of Agency gods and
Strategic Objectives (SOs). As part of this
review, the SPT is to hold a rigorou s technical
discussion with Agency urban specialists from
all sectors, as well as outside urban develop-
ment experts comparable to the session
convened by PPC and G/WID with Agency
economists.

2.b. Regonal and Central Bureaus

Each Bureau will egablish its own process to
begin to integrate urbanization and related
isauesinto its drategic planning framework.
The Global Bureau is to assist in such
exercises

2.c. Country Missons

Guidelinesareto be developed to assist
interested Missionsin andyzing their overdl
portfolio with an urban perspective. Task Force
members are prepared to use their technical
expertise to work with several country
Missions to ascertain how agreater focusin
Mission strategies on “M aking Cities Work”
might enhance achievement of those Missions’
Os. AID/W will assistin the analysesand
potential follow-on activities.

2.d. Annual report

The Task Force will prepare an annud report
on the progress of its “M aking Cities Work”
strategy, which shdl be incorporaed into the
Agency’s goal review process.

3. Developing USAID’s internal capacity

The Agency is to increase its capadity to carry
out this program.

3.a. Technical experts and assistance groups

An ad hoc “technical experts and assistance”
group for broad-based urban programsis to be



edablished to provide assistance to Bureaus,
Missions, and external organizationsin
carrying out the various ectivities called for
under the “Making Cities Work” strategy. This
group will congst of USAID direct-hire tech-
nical and country expertsfrom AID/W and
USAID-funded consultant-experts. In working
with any particular country, the group will
include appropriate Mission and country
personnel. The group will assistin designing
country drateges, developing results pack-
ages, and jointly devel oping broad-based
urban activities for external fundingby MDB
or private sector local authorities. It will dso
promote wide-ranging information exchange
within the Agency. The Global Environment
Center will chair the group. New respon-
sibilities of group membersare to beincluded
in each member's work objectives.

3.b. Other capacity strengthening measures

The Agency’ s capacity to monitor and address
urban conditions around the world will be
strengthened over the next five years. Bureaus
represented in the task force have consstently
expressed aneed for additional human
resources to enable them to devote the neces-
sary attention, both in Washington and in the
field, to this activity. Additional professional
capadity in each of the Bureausmay be
expanded through hiring experienced

urbanists via the Intemational Development
Intem program. Meanwhil e, short-term training
coursesin drategic urban issues will beiniti-
ated and offered to existing staff, starting in FY
1998.

4. Ensuring appropriate fundingtools

The Agency will dart now and increasingly
redign itsresources to enaure thatits urban
development activities and personnel are not
solely dependent on credit appropriations.

4.a. Seek now, and over time, increase the
level of UE credit authority. The urban
and environment credit mechanism isan
effective tool for promoting sustainable
development and has been the core of
the Agency’s urban progr.ams

4.b. Inline with the Agency’s drategic objec-
tives, increase the synergy and
effectiveness of programs already
financing activities in urban areas.

4.c. Use grant funds and genera Agency
(non-UE Credit-related) operating
expensesto finance desirable urban
development activities and key urban
field staff in those countriesand
geographic regions where credits may
not be possibl e or effective.



Anticipated Results in Three to Five Years

Over the next year, USAID can begin to build
alliances and develop a program in accordance
with the recomm endatio ns set forth abo ve.
Through a process of consultation, both
internally and externally, the Agency can set
redistic and concrete objectives that can be
achieved within five years. To help accomplish
this, a “technical experts and assistance group”
for formulation of broad-based urban programs is
to be established. The group will provide
assistance to Bureaus, M issions, and external
organizationsin camying outthe various
activities called for under the “Making Cities

W ork” strategy.

As noted above, the transformations sought are
unlikely to occur without a sustained effort over
a period of 10 yearsor longer. Nevertheless, very
real achievements are possble within five years

m First, strategically designed technical assstance
activitiesand alliance activitieswill have
leveraged up to $1 billion of urban invest-
mentsby other donors, the private sector, and
NG Os, all contributing to making citieswork.
This will contribute to better living conditions
for millions of mostly low -income urban
families. There will be increased partners
participation in ongoing urban programs and
increased American businessinvol vement in
the design of U SAID -assisted mu ni ci pal
programs.

m Second, the Agency’s staff of direct-hire and
contract employees with urban expertise will
be of sufficient size to have built srong
external alliances, to be able to advise USAID
Missions and the Agency’s hum anitari an relief
effortson a broad inter-sectoral development
approach involving urban considerations.

More specifically, the follow ing resul ts are
anticipated.

m An alliance with numerous American bu siness
and nonprofit organizations that share the
common goal of making citieswork will be
operational.

m Shared-design efforts with members of the
Alliance, other financial partners, and U .S.
agenciesin up to 10 countriesor regions will
have | everaged at least $1 billion of new
in vestm ent supportive of Agency goals.

m Integration of an urban perspective into the
Agency’s Strategic Plan by the year 2003.

m Development and maintenance of an inter-
active Web page, the “Urban Lens” w ith
guidelines for strategic USAID programming
by 1999. The Agency's programswil | be
in creasingly designed within a conceptual
framework that ascribes importance to
urbanization and its management.

m Development/upgrading of urban and muni-
cipal analytical tools for application in at least
three locations by the year 2000.

m Some 200 U SAID professionals will have
received short-term training in strategic urban
issues, and the Agency’s culture will be one in
w hich its offi cers recognize that working cities
enhance the achievement of the Agency’s goal
of sustainable development.

m Participation of at | east five country/regional
Missions in analyses of their overal portfolio
to determine how having better working cities
can help them achieve their objectives.

m A cross-cutting multi-sectoral technical experts
group, drawing on urban expertise that exists
throughout the Agency, will b e op eratio nal
and increasingly available to assist Bureaus
and Misdons.

m The Task Force will prepare an annual report
on the progress of this “Making Cities W ork”
strategy, which will be incorporated into the
Agency’s sector review process.

Following these recommendation s, the Agency
should see signifi cant short-term differencesin its
approach to urbanization and will be well on its
way to preparingforthe new millennium.




